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Internal Revenue Service, Treasury § 301.7430–7T 

or Examination Division personnel (the ap-
propriate Internal Revenue Service per-
sonnel under § 301.7430–5(c)), and thus, the po-
sition of the Internal Revenue Service was 
substantially justified based upon the infor-
mation it had.

[T.D. 8542, 59 FR 29364, June 7, 1994, as 
amended by T.D. 8725, 62 FR 39119, July 22, 
1997]

§ 301.7430–6 Effective dates. 
Sections 301.7430–2 through 301.7430–6, 

other than §§ 301.7430–2(b)(2), (c)(3)(i)(B), 
(c)(3)(ii)(C), and (c)(5); §§ 301.7430–
4(b)(3)(i), (b)(3)(ii), (b)(3)(iii)(B), 
(b)(3)(iii)(C), (b)(3)(iii)(D), and (c)(2)(ii); 
and §§ 301.7430–5(a) and (c)(3), apply to 
claims for reasonable administrative 
costs filed with the Internal Revenue 
Service after December 23, 1992, with 
respect to costs incurred in administra-
tive proceedings commenced after No-
vember 10, 1988. Section 301.7430–2(c)(5) 
is applicable March 23, 1993. Sections 
301.7430–2(b)(2), (c)(3)(i)(B), and 
(c)(3)(ii)(C); 301.7430–4(b)(3)(i), (b)(3)(ii), 
(b)(3)(iii)(B), (b)(3)(iii)(C), (b)(3)(iii)(D), 
and (c)(2)(ii); and 301.7430–5(a) and (c)(3) 
are applicable for administrative pro-
ceedings commenced after July 30, 1996. 

[T.D. 8725, 62 FR 39119, July 22, 1997]

§ 301.7430–7T Qualified offers (tem-
porary). 

(a) In general. Section 7430(c)(4)(E) 
(the qualified offer rule) provides that 
a party to a court proceeding satis-
fying the timely filing and net worth 
requirements of section 7430(c)(4)(A)(ii) 
shall be treated as the prevailing party 
if the liability of the taxpayer pursu-
ant to the judgment in the proceeding 
(determined without regard to interest) 
is equal to or less than the liability of 
the taxpayer which would have been so 
determined if the United States had ac-
cepted the last qualified offer of the 
party as defined in section 7430(g). For 
purposes of this section, the term judg-
ment means the cumulative determina-
tions of the court concerning the ad-
justments at issue and litigated to a 
determination in the court proceeding. 
In making the comparison between the 
liability under the qualified offer and 
the liability under the judgment, the 
taxpayer’s liability under the judgment 
is further modified by the provisions of 
paragraph (b)(3) of this section. The 

provisions of the qualified offer rule do 
not apply if the taxpayer’s liability 
under the judgment, as modified by the 
provisions of paragraph (b)(3) of this 
section, is determined exclusively pur-
suant to a settlement, or to any pro-
ceeding in which the amount of tax li-
ability is not in issue, including any 
declaratory judgment proceeding, any 
proceeding to enforce or quash any 
summons issued pursuant to the Inter-
nal Revenue Code, and any action to 
restrain disclosure under section 
6110(f). If the qualified offer rule ap-
plies to the court proceeding, the de-
termination of whether the liability 
under the qualified offer would have 
equaled or exceeded the liability pursu-
ant to the judgment is made by ref-
erence to the last qualified offer made 
with respect to the tax liability at 
issue in the administrative or court 
proceeding. An award of reasonable ad-
ministrative and litigation costs under 
the qualified offer rule only includes 
those costs incurred on or after the 
date of the last qualified offer and is 
limited to those costs attributable to 
the adjustments at issue at the time 
the last qualified offer was made that 
were included in the court’s judgment 
other than by reason of settlement. 
The qualified offer rule is inapplicable 
to reasonable administrative or litiga-
tion costs otherwise awarded to a tax-
payer who is a prevailing party under 
any other provision of section 
7430(c)(4). This section sets forth the 
requirements to be satisfied for a tax-
payer to be treated as a prevailing 
party by reason of the taxpayer mak-
ing a qualified offer as well as the cir-
cumstances leading to the application 
of the exceptions, special rules, and co-
ordination provisions of the qualified 
offer rule. Furthermore, this section 
sets forth the elements necessary for 
an offer to be treated as a qualified 
offer under section 7430(g). 

(b) Requirements for treatment as a pre-
vailing party based upon having made a 
qualified offer.—(1) In general. In order 
to be treated as a prevailing party by 
reason of having made a qualified offer, 
the liability of the taxpayer for the 
type or types of tax and the taxable 
year or years at issue in the pro-
ceeding, as calculated pursuant to 
paragraph (b)(2) of this section, based 
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